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COMMERCE, DEPARTMENT OF
The 1976 Annual Report of the Econcmic Development Administration is now available.
The report provides a general overview of the Administration’s activities and
progress in such areas as employment, business development loans, technical
assistance, growth planning and state grants. Copies are available by con
tacting the Administration’s Public Affairs Office at 202/377-5113.
DEFENSE, DEPARTMENT OF
The Armed Service Procurement Regulation Committee has proposed a new cost principle
(ASPR 15-205.51) that would disallow congressional lobbying costs incurred by
defense contractors. The proposal includes a definition of lobbying, distin
guishing it from legislative liaison activities. Currently, the ASPR cost
principles do not specifically address the subject of lobbying. This proposal
was probably generated by the 1976 audits performed by the Defense Contract
Audit Agency of the Washington operations of 10 major defense contractors, made
after the discovery of improper payments and possible conflicts of interest on
the part of DOD officials. Comments on the proposal are due by 1/27/78.
FEDERAL RESERVE BOARD
The Federal Reserve Board has issued a policy statement concerning corporate pay
ments enforcement. The Board is planning a series of special examination
procedures to uncover illegal and questionable foreign and domestic payments
by the institutions it regulates. Among the procedures that will be used to
implement the new "get tough" policy will be cease and desist proceedings and
referrals to the Justice Department for prosecution.
In addition to probing
bank transaction records for illegalities, the examiners will probably be
inspecting internal auditing procedures to see if they are effective in
tracing payments. The Board's action was prompted by Congressional inquiries
and disclosures by the SEC of payments made by 8 bank holding companies. The
Comptroller of the Currency and the Federal Deposit Insurance Corporation are
expected to adopt similar policies soon.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Final regulations on membership and organization of advisory groups to statewide
Professional Standards Review Councils appeared in the 1/4/78 F ed. Reg., pp.
854-55. Advisory groups will be set up to assist PSRCs to collect and evaluate
information on health care practitioners and facilities. The regulations be
came effective on 1/4/78.
INTERSTATE COMMERCE COMMISSION
The Commission has announced a proposal to issue rules on a new accounting policy
for regulated transportation companies. This unprecedented move would establish
rulemaking procedures to speed the adoption of accounting rules issued by the
FASB. Under the new proposal, ICC would issue an accounting series circular
after each new accounting standard is issued by the FASB. The circular would
either outline the new accounting procedure that carriers must follow, or
explain the Commission's position if they determine that the new standard is
not appropriate. A 45-day response period would follow, after which the Commis
sion would amend its accounting system to reflect the new procedures.
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SECURITIES AND EXCHANGE COMMISSION
SEC Chairman Harold M. Williams called on the accounting profession to continue
to undertake self-regulatory reforms. Speaking at the 5th National Conference
on Current SEC Developments, Chairman Williams praised the recent efforts of
the AICPA but insisted that more must be done to insure self-regulation.
Conference participants also heard panel discussions on other topics such
as segment reporting, replacement cost data and the new AICPA Division for
CPA Firms. Rep. Thomas Ashley (D-Ohio), Chairman of the Ad Hoc Committee on
Energy, addressed the conference on recent developments in energy legislation.
SMALL BUSINESS ADMINISTRATION
A new bibliography entitled "Data Processing for Small Business" has been published
by the Small Business Administration,
It includes a description of changes
during the 1970's, including the development of mini-computers. The biblio
graphy covers three major areas — methods, techniques, and issues — of data
processing as it applies to small business. It lists several U.S., government
publications on this topic, as well as non-government publications such as books,
magazines and newspapers. Copies of this and other Small Business Biblio
graphies are available free from SBA field offices.
TREASURY, DEPARTMENT OF
The Office of Revenue Sharing has released its new Audit Guide for state and local
governments receiving funds from the General Revenue Sharing or the Antireces
sion Fiscal Assistance Programs. Audit and accounting requirements of both
programs have been made as uniform as possible in order to simplify audit
requirements for recipient governments. The General Revenue Sharing Program
makes funds available based on factors of per capita income, population, local
taxes and intergovernmental transfer of funds while the Antirecession Fiscal
Assistance Program is based on unemployment rates.
Anyone wishing to receive one free copy of the new Audit Guide may do so
by contacting the AICPA Washington office (202/872-8190, ext. 47) prior to
1/18/77 and requesting Document 46-1.
The IRS has issued a pamphlet describing seme acceptable accounting methods for
use in preparing 1977 tax returns. Publication 538, entitled "Tax Information
on Accounting Period and Methods" reminds taxpayers that although no particular
method of accounting is prescribed for all taxpayers, each must adopt a system
that is best suited to the individual's purpose and that will clearly reflect
income. The pamphlet describes such accounting methods as the cash receipts
and disbursements method, the accrual method, and special methods. Copies of
Publication 538 are available at local IRS offices.
The IRS has also issued Publication 334, "Tax Guide for Small Business". This
publication explains Federal tax law coverage of the sole proprietorship, part
nerships and corporations. T h e r e i s a l s o a special chapter explaining the
new jobs tax credit created by the Tax Reduction and Simplification Act of
1977. Other changes in the tax law made during 1977 are also included in the
publication, which is available at local IRS offices.
The IRS plans to mail a new publication on rules for income tax return preparers
soon. Publication 1054, "Highlights of New Rules for Income Tax Return

-3Preparers" will be sent to all preparers who filed Form 5717, the Annual L ist
of Income Tax Return Preparers. The publication points out all new require
ments and penalties for failure to follow the IRS regulations which apply to
tax returns prepared after 12/31/77. Copies of the publication will soon be
available at local IRS offices.
The IRS has issued proposed rules on group term life insurance purchased for employees
(1/5/78 Fed. Reg., pp. 976-79). The regulations clarify the treatment of the
cost of group term life insurance as income for the insured employees. Comments
and requests for a hearing are due by 2/2/78.
The IRS will send employers an 8-page supplement to the 1977 Circular E with the
fourth quarter employment tax Forms 941 or 941E. The new circular will inform
employers of changes in social security withholding and contains sample 1978
Forms W-2, W-2P, and W-3 with instructions and other information for employers.
SPECIAL:

CHAIRMAN JOHN E. MOSS ANNOUNCES RETIREMENT

Congressman John E . Moss (D-Calif) announced on 1/5/78 that he will not seek reelection to the 96th Congress. Moss, who stated that his decision was based on
personal reasons, has served as a member of Congress since 1952 and is presently
head of the powerful House Commerce Oversight Subcommittee. As Chairman of the
Subcommittee, he has directed the panel in a vigorous investigative role, which
has included the current inquiry into the activities of the accounting profession.
In addition to the time he spent on the oversight function, he also sponsored
the Flammable Fabrics Act and the bill establishing the Consumer Product Safety
Commission. He played a major role in the passage of the 1975 Securities Acts
amendments.
In 1976, his Subcommittee issued a report on "Federal Regulation
and Regulatory Reform", a major study of the effectiveness of the major independ
ent regulatory agencies.
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